question that the National-Local Strategy will have pro-competitive effects in the 30 new
markets that SBC will enter. However, SBC also projects that the National-Local
Strategy will stimulate competition in the 13 states that are currently the in-region
market for SBC, Ameritech and SNET. At the outset, this will occur largely because
other carriers will be motivated to take measures to compete for the lucrative business
of major national accounts by offering a comprehensive package of services, including
the all-important advanced data services, and including services within the
SBC/Ameritech home region. In the same way that the consolidation of
MCI/WorldCom/MFS/Brooks/UUNet was a "wake-up call” for SBC, we fully expect that
our acquisition of Ameritech and the launch of our National-Local Strategy will compel a

similarly aggressive response from our rivals.

87.  Absent the SBC/Ameritech merger and the implementation of the National-Local
Strategy's significant out-of-region expansion, companies such as AT&T/Teleport/TCl,
MCl/WorldCom/MFS/Brooks/UUNet, Sprint/France Telecom/Deutsche Telekom, and
other CLECs do not face significant competition for the bundie of local exchange and
long distance services. Their existing customer base, while exposed to competition, is
not being contested by an ILEC that can package local and long distance services in a
single offering. As the new SBC implements its National-Local Strategy these
companies' incentives will be changed. Companies such as AT&T/Teleport/TC! will find
their existing customer base in all market segments under challenge by SBC and its

out-of-region entry. These interexchange carriers must, in our judgment, respond and
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begin to competé aggressively in SBC's in-region local exchange markets in order to
remain competitive by offering a full range of services.

88. In addition, the other incumbent BOCs must naturally respond to defend their
business in their own regions and in ours, and we prepared the National-Local Strategy
based on that assumption. The expanded competition in our region may result from
those companies attempting to follow select customers, or as a result of their
undertaking efforts to achieve similar economies of scale, scope and geographical
diversity as the new SBC. As companies such as Bell Atlantic, BellSouth, US West,
GTE, and other CLECs enter SBC's in-region markets, which we believe they must and
will, their actions will have a corresponding competitive effect not only on SBC but on all
of the other competitors in the market.

89. Moreover, the regional and niche providers, who have significant pricing flexibility
in the absence of a large embedded customer base and little or no capital requirements
due to the provisions of the 1996 Act, can continue to compete in these markets as well.
This is particularly true since they can also provide the full bundle of local exchange and
long distance services in those markets. These niche competitors, who can focus on
high-end, small and medium sized business customers, have very high revenue
potential and pose a correspondingly high revenue risk for the incumbents. The

regional and niche providers have ample opportunity to survive in this competitive

market place.

Ent || Dist C it
90. Outside its own region, SBC can, of course, provide long distance service

immediately and will be in a position to provide bundles of goods and services including
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local and long distance service. As SBC expands its base of large corporate customers
around the country and goes deeper into the marketplace for small business and
residential customers, the existing long distance providers and CLECs who have an
embedded base of long distance and full service customers must compete in order to
preserve that base. This added competitive impetus will also generate competitive
responses from other BOCs, IXCs and CLECs, who will attempt to follow their

customers into SBC's territory.

Local Excl Entrv in Ameritech Region Not P! | or Feasibl
91.  As described in more detail and reflected in the affidavit of Stan Sigman, the
President and CEO of SBC Wireless, SBC had no plans to enter the local exchange
market in Ameritech's region on its own. SBC determined that its existing asset base
out-of-region was not sufficient to sustain a viable local exchange entry and generate
the returns necessary to warrant the commitment of the required assets and resources.
SBC's experience also taught it that its best utilization of its existing wireless
management is to focus on the highly competitive wireless markets. Furthermore, large
corporate customers tend to focus more on the availability of local exchange and long
distance service than they do on wireless service. As a result, wireless assets are not
as strategically important to efforts to provide local exchange service to this segment of
the market. Obviously other providers who might focus on different segments of the
market could utilize wireless assets as a base for doing so. These assets simply do not,
on their own, form a sufficient base from which SBC would consider entering the local

exchange business on a national/global basis. This is particularly true in light of the
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relatively limited geographic coverage of our out-of-region wireless properties when

compared to the 30 market National-Local Strategy.

A Record of Success: The Effects of SBC's Merger with Pacific Telesis
92. When SBC first announced the SBC-PacTel merger in 1996, a number of
fundamental questions were raised about the potential impact of that merger. Will it
increase productivity and jobs, or result in less employment and lower wages and
benefits? Will service quality be adversely affected? Wiill it promote or impede
competition? The same basic questions are now being raised about the SBC-
Ameritech merger: Is the SBC-Ameritech merger about growth, improving service,
increasing investment in the network and expanding competition, or will it iead to lost
jobs, increased prices, poorer quality service and disinvestment in Ameritech's network?
93. Fortunately, we have a track record and real-life case study which helps answer
these questions. We can look at the facts rather than the rhetoric when assessing the
actual impact of the SBC-PacTel merger. When SBC proposed the PacTel merger,
some critics claimed that it would result in higher prices, lower quality service, a
decrease in investment in California, a loss of jobs and a setback for competition. More
than a year has passed since the SBC-PacTel merger closed, and none of these
negative predictions have come true. In fact, since the merger closed in April of 1997,
jobs have increased, overall service quality has improved, prices for local service have
remained unchanged, investment has increased and competition in California is
flourishing. While these mergers are different in some respects, understanding what
has really happened since SBC merged with PacTel helps put in context what is likely to

occur when SBC merges with Ameritech.
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Increase in Employment

94. Jobs in California have increased and benefits to PacTel employees have
improved since the SBC-PacTel merger closed. Pacific Bell and its affiliates have
created 2,869 net jobs (as of May 8, 1998) in California since the merger closed, a 5.8%
increase in jobs. Most of the new employees hired by Pacific Bell since the merger
closed were hired to improve service and met the increased demand for service and
new installations. For example, more than 1,100 new service technicians and
maintenance splicers and about 500 new service representatives (who are responsible
for answering phones and responding to customer issues) were hired. Moreover, SBC
did not create jobs in California by exporting those jobs from its out-of-California
operations. In fact, SBC's employment outside California and Nevada also increased by
an additional 2,900 jobs since the merger closed. Hence, from the closing of the
merger in April 1997 until May 8, 1998, SBC's total employment increased from 113,228
to 119,015 (5.1% increase).

95. Existing PacTel employees have also benefited from the merger. Since SBC
merged with PacTel, employees in California have received increased pay and benefits.
California employees received pay increases in 1998 and more than 15,000 California
employees now receive stock options (prior to the merger only a limited number of
employees received that benefit). The company match to the employee savings plan in
California was also increased from 67% to 80%. Pacific Bell and Southwestern Bell
were also the first Bell Operating Companies in the nation in 1998 to reach early

contract agreements with the Communications Workers of America.



| | Service Qualit
96. The quality of service has been maintained and improved, new services and
products have been introduced and prices for local service have remained unchanged
in California since the SBC-PacTel merger closed. A review of available indicators of
service quality demonstrates that the quality of service has been maintained and
improved during that period. For example, for the second year in a row, J.D. Power and
Associates has recognized Pacific Bell as one of the top (ranked second) residential
local teléphone companies in the country with regard to customer satisfaction.

97. Reports submitted to the California Public Utilities Commission ("CPUC")
document jmprovements in almost every "service quality" standard tracked by the

CPUC since the SBC-PacTel merger closed. For example:

¢ Repair times at Pacific Bell have been reduced by an average of 60%, from as
much as 4-7 days to 1-2 days.

¢ Service installation times have been reduced by an average of 80%, from as
much as 2 to 3 weeks to about 3 to 4 days.

s Attached D compares service quality measures for Pacific Bell for the month
before the merger closed (March 1997) compared to the month one year after
the merger closed (March 1998). This Chart demonstrates that service quality
one year after the merger closed improved for 6 of the 8 service measures,
remained the same for one measure and declined for only one measure

compared to one month before the merger closed.

e Attachment E compares the 12-month averages for service quality before and

after the merger. This chart demonstrates that service improved for 6 categories
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of service and remained the same for 2 categories in the 12 months after the
merger closed.

» Attachment F identifies the percentage of months that Pacific Bell met or
exceeded the service goals established by the California PUC in the 12 months
after the merger closed. This Chart demonstrates that for 6 of the 7 service
quality measures, Pacific Bell met the CPUC's service goal in each and every
one of the 12 months after the merger closed.

« In summary, as a subsidiary of SBC, Pacific Bell's service quality and customer
satisfaction are now among the best in the industry. These service
improvements have occurred despite the effects of El Nino and the record
demand for new telephone lines in California.

88. Not only has service been maintained or improved in California since the
SBC-PacTel merger, but a variety of new products and services have been introduced.
Examples of some of the new products include: Caller ID with name delivery;
on-demand features such as pay-per-use Three-Way Calling; enhanced Internet service
witﬁ lower ISDN fees and extra e-mail boxes; home packs with ISDN/Internet service;
managed frame relay service; web hosting and an ADSL rollout announced in more
than 200 California communities (the broadest rollout of this high-speed internet service

anywhere in the country). Finally, rates for basic residential and business local service

have remained unchanged since the merger.

Increased Investment
99. Investment in Pacific Bell and California has increased since the SBC-PacTel

merger. Contrary to the predictions of some critics, SBC has continued to invest in and
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improve the Pacific Bell network since the SBC-PacTel merger closed. For example,
between 1996 and 1997, spending increased for network capital expenditures from $1 9
billion to $2.05 billion (an 8% increase); and outside plant capital expenditures from
$413 million to $523 million (a 27% increase). Moreover, between 1996 and 1997,
digital switches increased by 8%; SONET fiber rings increased by 150%; miles of fiber
strands increased by 84%; ISDN lines increased by 66% and frame relay ports in
service increased by 91%.

100. An examination of spending in Pacific Bell in the 12 months before and after the
merger also demonstrates that investment in California increased after the SBC-PacTel
merger. For example, Pacific Bell actually increased operating and capital spending by
$283 million (a 4.4% increase from $6.87 billion to $7.16 billion) in the post-merger
period.

101. SBC's investment in California's communities and its support of minority vendors
also increased after the merger. To illustrate, total corporate giving in California has
continued to increase (i.e., 1996 giving: $7.6 million; 1997: $9 million; 1998: $5.8
million in the first quarter of 1998 alone). Pacific Bell has continued its ambitious goals
for contracting with vendor business owned by minorities, women and disabled

veterans, and in 1997 25% of its procurement dollars went to these firms.

I LC tition has Conti 10 G
102. Since the merger, Pacific Bell has continued to open its local markets to
competition — and competitors are actively competing with, and taking customers from
Pacific Bell. For example, as of the end of May 1998, 117 carriers were certified to

provide competitive local service in California; 46 CLECs were operational and passed
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local orders in California in 1998; and Pacific Bell has entered 35 interconnection
agreements with CLECs. Moreover, in California alone, Pacific Bell has provisioned
approximately 200,000 trunks to CLECs; it has processed more than 700,000 service
orders from CLECs, and it has exchanged more than 3.4 billion minutes of local traffic
with CLEC networks. Finally, Pacific Bell has lost more than 635,000 access lines to
local competitors, losing more than 254,000 customer lines to resale competitors and
more than 380,000 lines to facilities-based competitors. More Pacific Bell resale and
facilities-based lines have been lost to competitors in California than in any other state.
The evidence is clear that competition in California has been promoted, not impeded,
since SBC merged with PacTel.

103. The facts clearly demonstrate that as a result of the SBC-PacTel merger,
consumers have benefited, employees have benefited, California has benefited and
competition has benefited. Based on SBC's experience with the SBC-PacTel merger,
there is every reason to believe that the same positive, procompetitive benefits will
result from the SBC-Ameritech merger. SBC lived up to the commitments and promises
it made related to the SBC-PacTel merger and this positive track record bodes well for

the commitments and promises SBC has made regarding the SBC-Ameritech merger.
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Conclusion

‘i04. The telecommunications industry today is no place for those who are faint of
heart. In the midst of wrenching technological, regulatory and economic change, the
industry offers both dazzling rewards and daunting risks. The placid environment of a
regulated monopoly is gone forever.

105. Despite the challenges, at SBC we are unreservedly enthusiastic about the
prospects for the industry and our company. We want to be at the head of the pack in
bringing local exchange competition to domestic markets, and we aspire to become one
of America's flagship carriers worldwide. The foundation of our business plan and of our
proposed merger with Ameritech is our conviction that the future holds nearly boundless
opportunities to better serve our customers, expand our business, and create value for
our shareholders. As we implement this plan, the competitive forces unleashed by our

efforts will be overwhelmingly beneficial to the public interest.

et BB

James S. Kahan

Subscribed and sworn to before me this | 2?1 , day of July, 1998.
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Pursuant to 47 C.F.R. §§ 1.743(c), 1.913(c), 5.54(c), the preceding document is a
copy of the original signed affidavit, which was filed as an attachment to Exhibit 2 to the
Form 490 applying for the Commission’s consent to transfer control of Part 22 licenses
held by Detroit SMSA Limited Partnership from Ameritech Corporation to SBC
Communications Inc. That Form 490 was filed concurrently with this application.



ATTACHMENT A

New Markets for the New SBC

Below are the markets where the new SBC  Below are the markess in which SBC and

plans 10 compete under the " Narionai- Ameritech currently offer services, ranked
Local” strategy, ranked by size. by size:

1. New York . Los Angeles (SBO)
2. Philadelphia 2. Chicago (AIT)
3. Boston 3. Detroit (AIT)
4, Washington 4. Dallas-Ft. Worth (SBC)
5. Miami-Ft. Lauderdale 5. Houswon (SBC)
6. Atlanta 6. San Francisco/Oakland (SBC)
7. Minneapolis - St. Paul 7. San Diego (SBC)
8. Phoenix 8. St Louis (S8BC)
9. Baltimore 9. Cleveland (AIT)
10. Seattle-Everett 10. San Jose (SBC)
11. Denver - Boulder 11. Kansas City (SBQ)
12. Pitsburgh 12. Sacramento (SBQ)
13. Tampa - St. Petersburg 13. Milwaukee AID
14. Portland 14. San Aptonio (SBC)
15. Cincinnati 15. Indianapolis (AIT)
16. Salt Lake City — Ogden 16. Columbus, OH (AID)
17. Orlando 17. Hartford/New Britain (8BC)
18. Buffalo 18. Oklahoma City (§BO)
19. New Orleans 19. Austin (SBQ)
20. Neashville — Davidson 20. Dayton (AIT)
21. Memphis

22. Las Vegas

23. Norfolk — Virginia Beach

24. Rochester 3

25. Greeasboro — Winsion ~Salem

26. Louisville

27. Bitmingham

28. Honolulu

29. Providence — Warwick
30. Albany ~ Schepectady - Troy



Internat ATTACHMENT B

IMTEHNATIONAL ACTiviiibs

4130

Over the past few years, Tele Danmark's activities abroad have been an
important growth area. International activities are targeted at selected countries
in the Nordic region, continental Western Europe as well as Central and
Eastern Burope. The business potential in these areas must be seen in the light
of the gradual liberalization and internationalization of the telecommunications
industry, which creates considerable growth potential.

Q

1Belgium SAustria
Belgacom Connect Austria

2Germany 6Hungary
Talkline Pannon GSM
MiniRuf HTCC

3Sweden 7Poland
Telenordia Polkomtel GSM
InterNordia North-South Link
NSAB

4Switzerland 8Ukraine

Newtelco (Sunrise) UMC

9Lithuania

Bité GSM

Comliet
Transmissionsforbindelser
10Czech Republic

Ceske Radiokomunikace

11East-West Link

Danmark-Rusland-kablet
Moskva-Khabarovsk
Rusland-Japan-Korea-
kablet (RJX)

The international activities are concentrated in the following business areas:

» Establishment and operation of both landline and cellular services.
¢ Sale and service of terminal equipment and Internet activities,

http://www .teledanmark.dk/english/inv_rela/annualreport/1997/u9706.htm
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+ Satellite transmission of television programs.

+ Transmission installations (submarine cables, land cables or radio
links) related to the Danish infrastructure and to other transmission
links in which Tele Danmark is involved.

+ Construction work in connection with planning, establishment and
maintenance of submarine cable installations.

+ International consultancy services.

Tele Danmark manages its foreign investments through board memberships as
well as through employees seconded to the companies in question.

In 1997, net revenues from international activities amounted to DKK 7,931m,
corresponding to approximately 27% of Tele Danmark’s total net revenues. In
1996 and 1995, net revenues aggregated DKX 3,713m and DKX 224m,

respectively, corresponding to 16% in 1996 and 1% in 1995 of Tele Danmark’s
total net revenues.

Net revenues 1997
@}

B intemational activities
Domestic activities

At the end of 1997, Tele Danmark’s total investments in international landline
and cellular activities, exclusive of transmission systems, aggregated
approximately DKK 9,902m, of which approximately 88% was invested in
Western Europe and 12% in Central and Eastern Europe.

Belgium
R

Year end 1996 1997

Inhabitants {millions) 191 10.2
47 48

. Penwtralion,
landtine (%)

. Penotiation,
celludar (%)

Through the company ADSB Telecommunications B.V., Tele Danmark,
Ameritech (USA) and Singapore Telecom (Singapore) together own a 50%
stake (i.e. half of the shares but one) in the national Belgian
telecommunications company, Belgacom S.A.

Key figures for the Belgacom group
!

http://www.teledanmark.dk/english/inv_rela/annualreport/1997/u9706.htm 7/22/98
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1995 1995 1997

Revenues L 137,652 1384 153,310
Jperating income B 441 zerl 21680
Financla) items BEMu 144986+ 1S073)  [4,133)
Net b BEMm 10708 12961 14,830
Investmems ARfm WS 34108 36SES
Todal nasets BRPm 217865 228031 M2M8
Sheholdery’ aquity BEMm 41,543 70,750 78,095
Protis catlc L3 16,k 10.2 1h0
Solvency g * 9.2 g 125
Number of customers (000, yrar praf)
« Pubiic telephome services (ines 4,632 4,224 4900
- Ceflvder worviom. (mbscridirs) 35 410 694
et of ankplopoes (ysar end) %012 26,141 24912
DKX/BEE exchange rate {yesr endh 19.88 18.57 1845
USD{BIF exchange rale (yewt end) 340 112 2.M
i, Th tneruain S ous s oS e I THe DAEY s COMSSBES
fusamcisl Sabanants,

At the end of 1997, Belgacom’s shareholders’ equity amounted to BEF 78.7bn,
stated in accordance with Belgian accounting principles. The pension fund’s
assets cover BEF 81.4bn of the company’s total pension obligations of about
BEF 171.8bn. Hence, the pension obligation is not fully funded, but Belgacom
will expense the remaining obligations over a number of years together with the
current annual pension expenses.

In accordance with Tele Danmark’s accounting policies, provision has been
made in Tele Danmark’s Consolidated Financial Statements for Tele
Danmark’s share of the unfunded part of the pension obligation.

In 1997, more than 6,000 employees accepted early retirement, which was

compensated by pension and severance pay. The retirement schemes took
effect from mid-1997 to the end of 1998.

The present value of the cost of the total retirement plan is BEF 25bn, which is
included in Belgacom’s balance sheets. The amount will be amortized over five
years. In accordance with Tele Danmark’s accounting policies, provision has
been made for Tele Danmark’s share of the obligations resulting from
Belgacom’s retirement plan. The provision amounts to DKK 873m, which has
reduced net income in Tele Danmark’s Consolidated Financial Statements by
DKK 522m after tax.

Belgacom’s 1997 revenues amounted to BEF 153bn against BEF 139bn in
1996. Net income aggregated BEF 14.8bn in 1997, an increase of BEF 1.9bn
or 15% compared to 1996. Belgacom’s 1997 revenues stem from the following
business activities: Telephone services 71.5%, cellular services 12.3%,
telecommunications equipment 4.5%, and other activities 11.7%. Belgacom
had 24,912 employees at the end of 1997.

Belgacom handies large business-related national and international traffic
volumes, especially to and from surrounding countries. The company’s
activities are not confined to Belgium. An international strategy has been
developed focusing on the neighbouring countries. In France, Belgacom has
established Belgacom Téléport, which offers telephone services and holds an
80% equity share of Espadon Télécommunications, which operates within
long-distance reselling of leased line capacity.

Belgacom owns 75% of Belgacom Mobile, and AirTouch Communications
(USA) owns the remaining 25%. Belgacom Mobile operates the GSM service
Proximus and the MOB-2 system, which is based on analog technology. At the
end of 1997, the total number of subscribers was 691,100, which is an increase

of 281,000 subscribers during the year. 1997 revenues totaled approximately
BEF 23.3bn.

http://www.teledanmark.dk/english/inv_rela/annualreport/1997/u9706.htm 7/22/98
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Germany
-}

Yuar end 199 1997
inhabttants (miflions) 8146 822

p 3

. Pestelzation,
landline (%)

- Panoteation,
celiulor (%)

Germany is the largest country in Western Europe, and the liberalization of the

Buropean telephone market therefore opens up one of the most interesting
markets in the world.

In 1997, Tele Danmark acquired the Talkline Group consisting of Talkline PS
PhoneService GmbH, Unicom Direkt GmbH, Talkline International GmbH,
and Talkline InfoDienste GmbH.

Until now, Talkline’s business foundation has mainly been the provision of
cellular services. Following Tele Danmark’s takeover, the business strategy has
been changed so that the product portfolio is expanded with landline products
for small and large businesses and residential customers, as well as Internet
products. With the purchase of Talkline, Tele Danmark has gained access to a
sales and distribution channel skilled in handling customers and in invoicing
telecommunications services. These skills provide Tele Danmark with the

opportunity of expansion on the German market. Talkline has activities in the
Netherlands, Belgium and France as well.

Following the acquisition of Talkline, the wholly-owned subsidiary Tele
Danmark Internetz GmbH, which supplies landline services, will be merged
with Talkline in 1998. Prior to the acquisition, Talkline had already sold
Internetz’ products to a limited extent. On the sales side, the integration will
have a positive effect as Talkline has a considerable sales staff at its disposal,
which has until now mainly sold the services of other cellular operators.

At the end of 1997, Talkline had approximately 637,500 cellular and 825
landline subscribers. The company had 1,043 employees at the end of 1997,
and for the second half of 1997, net revenues amounted to DEM 601.6m.

Tele Danmark also owns 20% of the company MiniRuf GmbH, which offers
paging services. The German partner, o.tel.o., holds 80% of the shares in
MiniRuf. State-of-the-art technology, including satellite communications, is
applied to connect more than 830 base stations. Apart from being an alternative
to cellular phones, especially for young people, pagers also have unique
applications, such as distribution of information, monitoring and modification
of technical installations, etc.

The system covers all of Germany. At the end of 1997, MiniRuf had around

121,600 subscribers and 171 employees, and 1997 revenues amounted to DEM
27.8m.

<41/3p
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PN TERMAVIONAL ACTIvIiiES
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Sweden
R

Year end 1996 1997
inhabitants (milllons) 8.9 9.0

Tt n

. Penetration,
tandline {%)

. Panetration, 3
callular (%)

In cooperation with Telenor (Norway) and BT (United Kingdom), Tele
Danmark has founded the telecommunications operator Telenordia AB. Each
of the three partners holds one third of the shares. Telenordia provides national
and international telecommunications services primarily for medium-sized
business customers. A wide range of voice and data services, including
international telecommunications services, are provided through the Concert
cooperation and NordiCom services. Telenordia experienced substantial
growth in Internet activities in 1997. The number of subscribers was 115,400 at
the end of 1997, compared with 33,500 a year ago. At year-end 1997, the
company had 382 employees, and 1997 net revenues amounted to SEK
681.4m, which is an increase of 240% compared to the 1996 revenues.

Additional funds were invested in Telenordia in 1997 and, at year end, Tele
Danmark’s share of the total capital investment amounted to DKK 419.4m.

In 1997, Telenordia AB acquired the company Tele 8 Kontakt AB from Tele 8
AB, whereby Telenordia took over the license to build and operate a GSM
1800 cellular communications system in Sweden.

The company InterNordia Communications AB, which is owned on an equal
basis by Tele Danmark and Telenor, provides equipment for voice and data
communications. 1997 revenues amounted to SEK 98.6m, and the company
had 61 employees at year end.

Tele Danmark holds a 25% stake in the Swedish satellite company Nordiska
Satellitaktiebolaget (NSAB). The state-owned Swedish companies Teracom
Svensk Rundradio and Svenska Rymdaktiebolaget own the remaining 75% of
the shares. NSAB owns and operates the Tele-X and Sirius 1 satellites at the
position 5° East. Successfully launched in November 1997, Sirius II became
operational in December 1997. Participation in NSAB should be seen as part of
Tele Danmark’s efforts to obtain a significant position in the Nordic market for
distribution of television programs and to establish a Nordic satellite platform
at the positions 5° East and 1° West. 1997 revenues amounted to SEK 185.8m.

Switzerland
&)
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Year end 1998 1997
nhabitants (miltions) 7.0 71
&2 G4
- Penelration,
fandiine {%6)
Penctration,
celiular (%)
0 13

Switzerland has the highest per capita demand for telecommunications services
in Europe.

Tele Danmark and BT are the strategic partners of the Swiss
telecommunications company Newtelco S.A. (Sunrise). The company is jointly
owned with SBB (the Swiss federal railways), Migros (the largest retailer in
Switzerland) and the Union Bank of Switzerland. Sunrise was founded in early
1996 with a view to seeking a license to operate in Switzerland as a second
operator in the market for landline services. The license will be awarded in the
first haif of 1998. Tele Danmark has a 27.61% ownership share in Sunrise.

Sunrise is expected to gain a strong foothold on the Swiss telecommunications
market within a short period of time.

Sunrise is bidding for a cellular license, which will be granted by the Swiss
Government in the first half of 1998.

Austria
&

Year end 1996 1997
inhabitants (millans) B.0 B.1

As

44

. Penetiation,
tandling (%)

. Penotration,
cefiufar (%)

In 1997, Tele Danmark entered into the consortium Connect Austria, which
was subsequently awarded a GSM 1800 license in Austria. Tele Danmark
holds 15% of the shares in the consortium. The other shareholders are the
German VIAG group (RHI, VIAG and Constantia) with 50.1%, and Telenor
and the British cellular operator Orange with 17.45% each.

Network construction has begun with the aim of starting commercial operation
of the cellular networks by mid-1998. Even though the company is currently
focused on fast expansion of the cellular activities, opportunities for increasing
the activities with other telecommunications products are constantly being
considered.

Hungary

http://www .teledanmark.dk/english/inv_rela/annualreport/1997/u9706a.htm
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Year end 1996 1997
inhabitants (millions) 10.0 2.9
8
26

. Penelration,
tandiine {9&)
. Panetration,
celiular (%)
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The Hungarian market for telecommunications services represents significant
opportunities due to low penetration and a rapidly developing economy.

Since 1993, Tele Danmark has been a partner in the cellular company Pannon
GSM Rt,, in which Tele Danmark has an ownership share of 23.21%. The
other partners are KPN (Netherlands) with 23.21%, Telenor (Norway) with
20.29%, Telecom Finland with 18.11% and three Hungarian investors with a
total ownership share of 15.18%. Tele Danmark’s total investment in Pannon at
year-end 1997 amounted to DKK 236.7m. Following an expansion of the GSM
network, practically the entire population of Hungary is now covered. At the
end of 1997, the company had approximately 264,900 subscribers,
corresponding to 42.4% of the GSM market, compared to around 158,000
subscribers at the end of 1996. The company had 579 employees at the end of
1997, and 1997 revenues amounted to HUF 33.4bn.

Tele Danmark owned 20% of the two regional telephone companies R4ba-Com
and Kelet-N6grad-Com until mid-1997, when these ownership shares were
converted into a 19% stake in Hungarian Telephone & Cable Corp. (HTCC).
HTCC, which is listed in the United States, has five subsidiaries. They supply
landline services in different regions of Hungary. 1997 revenues amounted to
USD 21.4m, and the number of employees was 709 at year end.

Poland
&)
Year end 1996 1997
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The Polish market for telecommunications services continues to experience
sizable demand for basic telephone services.

Tele Danmark owns the company Polkomtel S.A. together with the American
cellular company AirTouch Communications and a number of Polish partners,
of which Petrochemia Plock and KGHM Polska Miedz are the most significant
ones. Each of these four partners holds 19.25% of the company’s shares, and
other Polish partners hold the remaining 23% of the shares. Tele Danmark’s
investment in Polkomtel amounted to DKX 448.7m at the end of 1997.

Polkomtel started commercial operation in October 1996. The intake of
subscribers has been successful and the company is rapidly expanding its
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activities, By the end of 1997, the company had 305,000 subscribers and 1,334
employees.

Rapid expansion of the GSM network has been carried out, thus, at the end of
1997, 95% of the population and 75% of the geographical area was covered,

including the largest cities and major highways. 1997 revenues amounted to
PLN 734.4m.

Tele Danmark has been involved in the planning, establishment and financing
of the North-South Link across Poland via the partnership I/S DPTG (Danish
Polish Telecommunications Group), in which Tele Danmark holds a 25% stake.

Ukraine

a

Year end 1996 1997
inhabitants (milhions) 509 507
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Tele Danmark owns a 16.33% stake in the cellular company Ukrainian Mobile
Communications (UMC). Other partners are UKR-TELECOM (Ukrainian
State) holding 51.0%, and Deutsche Telekom (Germany) and KPN
(Netherlands) each holding 16.33%. Since 1993, the company has provided
NMT cellular services, which cover major cities and the main roads and
highways. However, coverage is continuously being expanded. A GSM service
was opened in the capital, Kiev, in September 1997. The expansion plan for the
GSM network will be concentrated around the major cities, leaving national
coverage to the NMT network. At the end of 1997, there were approximately
50,700 NMT subscribers and 4,300 GSM subscribers compared to about
29,000 NMT subscribers at the end of the previous year. The company had 559
employees at the end of 1997, and 1997 revenues amounted to USD 106.1m.

Competition was introduced in 1997 as new cellular providers emerged in the
Ukrainian market.

-

4230
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Lithuania

Q

Year end 19% 1997
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Since 1995, Tele Danmark has been a partner in the cellular company Mobilios
Telekommunikacijos (Bité GSM), which operates a GSM system in Lithuania
for subscribers in, for example, Vilnius and Kaunas. At the end of 1997, the
company had approximately 46,500 subscribers compared to 14,000 one year
prior to this. Tele Danmark holds 35.82% of the share capital. Other partners
are Millicom International Cellular (L.uxembourg) holding 35.8% and Lintel
(Lithuania) holding 28.38%. At the end of 1997, the company had 159
employees.

In 1992, Tele Danmark became a partner in the company Comliet UAB, which
operates a nationwide NMT cellular system.

Tele Danmark holds a 24.5% stake in Comliet UAB. Other partners are
Lietuvos Telekomas (Lithuanian State) holding 41.0%, Millicom International
Cellular (Luxembourg) with 24.5% and Antenna UAB (Lithuania) with 10.0%.
With its 102 employees, the company had approximately 12,350 subscribers at
the end of 1997 against approximately 11,000 at year-end 1996.

Tele Danmark has been involved in the planning, establishment and financing
of the link between Lithuania and Poland via the partnership I/S DBTG

(Danish Baltic Telecommunications Group), in which Tele Danmark holds a
50% stake.

Czech Republic
]
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In August 1997, Tele Danmark acquired 20.8% of the shares in Ceske
Radiokomunikace (CRK). The National Property Fund owns 70.55% of CRK
and is thereby the largest shareholder. CRK is the leading company in the
Czech Republic within its core business areas, which mainly concern
distribution and transmission of television and radio signals, satellite services
as well as wireless transmission of telephone and data traffic.

East-West Link

Since the first half of 1996, it has been possible to transmit telecommunications
traffic between Western Europe and the Far BEast via the East-West Link, a
digital transmission system. This forms an unbroken telecommunications link
between Western Europe and Japan/Korea. The link consists of three parts:
The Denmark-Russia submarine and radio link, the Moscow-Khabarovsk radio
link and the Russia-Japan-Korea (RJK) land and submarine cable link.

Tele Danmark has been involved in the planning, establishment and financing
of the East-West Link via the partnership I/S DRTG (Danish Russian
Telecommunications Group), in which Tele Danmark holds a 50% stake.

Transmission projects

In recent years, Tele Danmark has participated in the establishment and
financing of a range of international cable installations with connection to the
Danish telecommunications infrastructure. One of the objectives is to
strengthen Denmark’s position as an international telecommunications hub,

The following recent projects should be highlighted:

¢ CANTAT-3: Link between Canada and Europe, including a direct link
to Denmark (1994)

CANUS: Canada - United States (1995)

ODIN: Sweden ~ Norway — Denmark — Netherlands (1995)
TAT-12/13: United Kingdom - United States (1995)

RIOJA: Netherlands — Belgium ~ United Kingdom - Spain (1995)
TRAGIDE-2: France - Portugal (1996)

ITUR: Italy - Turkey ~ Ukraine - Russia (1996)

BALTICA: Poland - Denmark - Sweden (1997)

FLAG: Fibre link around the Globe (1997)

» L * ® ® L ] > L]

Baltica, linking Poland-Denmark-Sweden, went into service in the first quarter
of 1997. Furthermore, it has been decided to upgrade Odin, linking
Sweden-Norway- Denmark, Rioja, linking the Netherlands-Belgium-United
Kingdom-Spain and TAT-12/13 linking the United Kingdom-United States.

Submarine cable projects

Tele Danmark’s activities within the submarine area include three cable ships,
two subsea cable plows and one remotely operated subsea vehicle. The
activities involve both installation of Tele Danmark’s own cables as well as
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work for other parties and customers as a subcontractor, including foreign
telecommunications companies and power supply companies on a worldwide
basis. The activities employed more than 100 people at the end of 1997 as well
as a number of specialist subcontractors.

At the beginning of 1997, the new cable ship Maersk Defender completed the
installation of the Baltica Submarine Cable System between Poland, Sweden
and Denmark, followed by a number of small cable operations in and around
Denmark. During the early summer, the vessel was busy with activities in the
offshore business north of Scotland. Later on, the installation of two cables
between England and the Continent for Hermes and Post Lay Operations on
two Ulysses Submarine Cables took place.

In the spring of 1997, the cable ship Maersk Fighter installed two short cable
sections for the Flag Submarine Cable System in Japan, and during the late
summer/fall the ship carried out five repairs on power cables in the Philippines
and a power cable in Malaysia.

At the end of the year, the ship was on passage from Singapore to Alaska for
the installation of a segment of the Northstar Submarine Cable System. Finally,
cable ship Peter Faber has been busy, mainly with maintenance of cables in the
North Sea area.

In January 1997, a consortium consisting of Tele Danmark and DSC
Communications A/S (Denmark), won a turnkey contract for two submarine
cable systems with ancillary land cables between the Netherlands and the
United Kingdom and between Belgium and the United Kingdom, respectively
(the Hermes system). The system was delivered to the customer in October
1997, ahead of schedule.

httn-/hwww teladanmark dk/enclichfiny rela/annnalrenort/1997m9706h htm 7/22/98



International Operations

About SBC

SBC Brands
Our Technology

International
Operations

S.Ql!inl!_lu.L
Communities
SBC Foundation

ATTACHMENT C

International Operations

SBC Communications Inc. is one of the world's leading diversified
telecommunications companies, with operations spanning five
continents. Through strategic acquisitions and joint ventures, SBC is
entering high-growth territories and positioning itself for continued

expansion in international markets:

Chile

SBC owns a 49.3 percent equity stake in VIR S.A., a
privately owned telecommunications holding company.

SBC plays a significant operational role in the VTR
S.A. family of companies:

China

VTR S.A.'s subsidiary CNT-Telefonica del Sur
operates two telephone companies, providing
local, national and international long-distance
service in direct competition with the former
monopoly operator. CNT-Telefonica del Sur has
more than 118,000 access lines.

VTR Telecable serves the emerging cable market
in Chile, operating in 24 cities, including
Santiago. The company now has 354,000 cable
TV customers and a 30 percent penetration rate.

In 1996, VTR merged its cellular properties with
CTC, the owner of Santiago's "A" band cellular
license. The combined entity has the only
nationwide cellular network in Chile. The new
venture, Startel, now serves more than 221,000
customers with a potential customer base of 7
million.

On March 30, 1997, SBC signed a memorandum of
understanding with China Telecom and 12 other major
international telecommunications companies to provide
a direct undersea cable telecommunications link

http://www.sbc.com/About/international.html
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